The 'stakeholder approach' to corporate governance and regulation: An assessment by Rahim, Mia
+ 2(,1 1/,1(
Citation: 8 Macquarie J. Bus. L. 304 2011 
Content downloaded/printed from 
HeinOnline (http://heinonline.org)
Tue Apr 30 01:54:12 2013
-- Your use of this HeinOnline PDF indicates your acceptance
   of HeinOnline's Terms and Conditions of the license
   agreement available at http://heinonline.org/HOL/License
-- The search text of this PDF is generated from 
   uncorrected OCR text.
-- To obtain permission to use this article beyond the scope
   of your HeinOnline license, please use:
   https://www.copyright.com/ccc/basicSearch.do?  
   &operation=go&searchType=0   
   &lastSearch=simple&all=on&titleOrStdNo=1449-0269
MqJBL (2011) Vol8 3
THE 'STAKEHOLDER APPROACH' TO CORPORATE GOVERNANCE
AND REGULATION: AN ASSESSMENT
MIA MAHMUDUR RAHIM
The framework by which organizations are governed has been changed. A
reason for this change is related with the force of stakeholders that compel the
political power and the business society to review the ways in which companies
are governed. Stakeholder thinking has gradually put this change at the center
of research into business and society relations. Based on the stakeholder
thinking, the corporate regulation framework has extended a new dimension in
the business and society interface. This article assesses these issues.
I INTRODUCTION
Stakeholder thinking is comparatively a new approach in corporate governance and
regulation landscape. It contributes in redefining the purpose of business and its
mode of response to its non-economic factors. It has challenged the traditional view
that corporate activities should only be reflected by the signals from markets and
the economic system. While corporate governance is restricted to its shareowners
and meant for profit maximization, this approach 'offers an alternative to both
business and government institutions as to what is the very purpose of a business.
It denotes that companies are also responsible to 'serve as a vehicle for coordinating
stakeholder interests and to meet the claims of each of the group of stakeholders,
who are affected by corporations' actions.' 2
The basis of stakeholder thinking is the stakeholder theory which owes greatly to
Edward Freeman's works related to the advantage of strategic engagement of
stakeholders in corporate regulations. Advocates of this theory argue that corporate
governance (CG) should conceive that the corporate directors are not merely the
agents of the shareholders and are charged with the maximization of profits. Rather,
as they argue, corporate directors should act as a 'mediating hierarch' and should be
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